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'I'he unredacted version has the information shaded in grey so the reader is alerted that it was redacted m the public version.
Ms Cherry's testimony has no intormation previously identilied by SCE&CJ as being confidential. ORS anticipati:s that as
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DIRECT TESTIMONY OF

JACQUELINE R. CHERRY

ON BEHALF OF

THE SOUTH CAROLINA OFFICE OF REGULATORY STAFF

DOCKET NO. 2009-2-E

IN RE: ANNUAL REVIEW OF BASK RATES FOR FUEL COSTS

SOUTH CAROLINA ELECTRIC 4 GAS COMPANY

9 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND

10 OCCUPATION.

My name is Jacqueline R. Cherry. My business address is 1401 Main

12 Street, Suite 900, Columbia, South Carolina, 29201. I am employed by the South

13 Carolina Office of Regulatory Staff ("ORS") in the Audit Department, as an

14 Audit Manager.

15 Q. PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND

16 EXPERIENCE.

18

19

20

21

22

I received a B.S. Degree in Business Administration, with a major in

Accounting from Johnson C. Smith University in 1976. From February 1979 to

October 2004, I was employed as an auditor with the Public Service Commission

of South Carolina (the "Commission" ) and participated in cases involving the

regulation of gas, electric, telephone, water and wastewater utilities. In October

2004, I began employment as an Audit Manager with ORS.

23
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1 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

2 PROCEEDING?

3 A. The purpose of my testimony is to present the results of ORS Audit

4 Staff s examination of the books and records pertaining to South Carolina Electric

5 & Gas Company*s ("the Company*' or "SCE&G") Fuel Adjustment Clause

6 ("FAC") operation for the current review period of February 2008 through April

7 2009 (Docket No. 2009-2-E). The findings of the examination are set forth below

8 and in the exhibits attached to this testimony.

9 Q. DID THE NUMBER OF ACTUAL MONTHS' DATA CHANGE FOR THIS

10 CURRENT REVIEW PERIOD?

Yes. The parties agreed to present eleven (11)actual months and four (4)

12 estimated months of fuel data for this review period. Limiting the review to

13 eleven (11) actual months allowed ORS and SCE&G to meet their respective

14 filing deadlines. With the Commission's permission, each succeeding review

15 period will consist of twelve (12) actual months and four (4) estimated months.

16 For example, the next review period will consist of actual data from January 2009

17 through December 2009 and estimated data from January 2010 through April

18 2010.

19 Q. WHAT WAS THE PURPOSE OF THIS EXAMINATION?

20 A.

21

22

The purpose of this examination was to determine whether the

Company's accounting practices in computing and applying the monthly Fuel

Adjustment Clause have been in compliance with S.C. Code Ann. II58-27-865

THE OFFICE OF REGULATORY STAFF
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I (Supp. 2008) which includes variable environmental costs. To accomplish this

2 task, ORS examined the components associated with the operation of the clause.

3 Q. WHAT WAS THE SCOPE OF ORS'S EXAMINATION?

4 A.

10

ORS Audit Staff examined and traced the monthly fuel adjustment factor

calculations and the fuel recovery balances recorded in the Company's books and

records. The current fuel examination covered the actual period of February

through December 2008 ("actual review period") and four (4) estimated months

from January to April 2009. ORS Audit Staff did not examine the months of

January, February, March, and April 2009 since these were Company estimated

figures. The Audit Department's examination consisted of:

l. Anal zin the Fuel Stock Account- Account ¹151

12

13

14

15

16

17

ORS's analysis of the Fuel Stock Account consisted of tracing receipts to the

fuel management system and issues from the fuel management system to the

general ledger, examining monthly fuel charges originating in fuel accounting,

and ensuring that only proper charges were entered in the Company's

computation of fuel costs for purposes of adjusting base rates for fuel costs.

2. Sam lin Recei ts to the Fuel Stock Account- Account ¹151

18

19

20

21

22

ORS's review of receipts to the Fuel Stock Account consisted of the

examination and testing of randomly selected transactions, on a sample basis,

which support additions to the account. Each transaction examined was tested

for mathematical accuracy, and vouched to a corresponding waybill or truck

bill, coal receiving report and freight study detailed report. Each transaction

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900
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was then traced to a fuel management system payment voucher to prove

payment of the correct amount to the vendors.

3. Veri in Char es to Nuclear Fuel Ex ense- Account ¹518

ORS traced the expense amounts for nuclear fuel to the books and records for

the actual review period to verify the accuracy of these expenses to fuel

amortization schedules.

4. Verif in Purchased and Interchan e Power Fuel Costs

10

12

13

14

15

16

17

18

19

20

21

22

23

ORS verified the Company's Purchased and Interchange Power Fuel Costs,

kilowatt-hour ("kWh") purchases and sales for the actual review period to

various "Energy Received and Energy Delivered'* summary reports,

Purchases, Sales and Interchange Power schedules, and on a sample basis, to

monthly invoices. ORS recomputed the Company's sales and purchases.

The Purchased and Interchange Power figures for the actual review period and

the resultant over(under)-recovery monthly deferred fuel amounts for the

period reflect calculations which conform to S.C. Code Ann. IJ58-27-865

(Supp. 2008). This statute addresses "fuel costs related to purchased power. "

Subsection (A)(2)(b) of this statute states that the total delivered cost of

economy purchases, including (but not limited to) transmission charges, are

included in Purchased Power Costs if those purchases are "less than the

purchasing utility*s avoided variable costs for the generation of an equivalent

quantity of electric power. '* ORS applied this statute to the examined

economic purchases along with the applicable avoided costs. ORS noted no

exceptions to Purchased Power Costs. It should be noted that the Company

THE OFFICE OF REGULATORY STAFF
1401 Main Street& Suite 900

Columbia, SC 29201
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has an "in-house" procedure that audits the Company*s avoided costs

information in relation to the Company's hourly purchase power records.

Since this procedure is performed weekly, it enables the Company to monitor

more closely and if needed, to quickly correct its avoided costs versus

purchase price transactions.

5. Verif in kWh Sales

10

ORS verified total system sales, as filed in the monthly fuel factor

computation, to monthly Class/Rate Summary reports for the actual review

period. The monthly kWh sales figures were then used to determine the fuel

cost per kWh sold.

6. Recalculatin the Fuel Ad'ustment Factors and Verif in the Deferred Fuel

12

13

14

15

16

17

18

20

21

22

23

Costs

ORS recalculated the Fuel Cost Adjustment Factors for the actual review

period utilizing information obtained from the Company's records. ORS

verified the Total Fuel Costs for the actual review period to the Company's

books and records. In recalculating the monthly factors, ORS divided the

Total Fuel Costs by Total System Sales to arrive at fuel costs per kWh sales.

The base fuel cost per kWh, included in the base rates, is then subtracted from

the fuel cost per kWh sales. The resulting figure represents the fuel cost

adjustment above or below the base rate per kWh sales. The South Carolina

Retail Jurisdictional kWh deferrals were checked against the Company's

records. The actual Deferred Fuel Costs for each month were verified to the

Company's books and records.

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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I 7. Recalculatin the True-u for the Over Under -Recovered Fuel Costs

ORS analyzed and recomputed the cumulative over(under)-recovery of actual

3 fuel costs for the period February 2008 through December 2008 of

4 ($130,199,721) and estimated fuel costs through April 2009 of

5 ($111,468,230). In addition, ORS recomputed the cumulative over(under)-

recovery of actual environmental fuel costs for the period Febru ary 2008

7 through December 2008 of $14,512,678 and of estimated environmental fuel

8 costs through April 2009 of $14,369,671.

9 8. Details of the Com an 's Received Fuel Coal Costs

10

12

13

ORS prepared exhibits based upon information obtained from SCE&G's

books and records and other sources reflecting coal costs during the review

period. Specifically, these exhibits are as follows:

Audit Exhibit JRC-I: Total Received and Weighted Average Cost

14 Audit Exhibit JRC-2: Received Coal-Cost Per Ton (Per Plant)

15 Audit Exhibit JRC-3: Received Coal-Cost Per Ton Comparison

16 Q. PLEASE EXPLAIN THE AUDIT EXHIBITS ATTACHED TO YOUR

17 TESTIMONY.

18 A.

19

20

21

22

ORS prepared audit exhibits from the Company's books and records

reflecting fuel costs during the review period. Specifically, these exhibits include

the following:

AUDIT EXHIBIT JRC-I: TOTAL RECEIVED AND WEIGHTED

AVERAGE COST

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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10

12

13

14

15

16

17

18

20

21

22

In Audit Exhibit JRC-I, titled Total Received and Weighted Average Cost, ORS

reflects the total cost for the actual review period, for the three types of fossil fuel:

coal, ¹2oil, and natural gas. ORS has also computed the weighted average cost

of each type of fuel.

AUDIT EXHIBIT JRC-2: RECEIVED COAL —COST PER TON (PER

PLANT)

This audit exhibit reflects the received cost per ton for coal at each plant during

the actual review period, in dollars per ton including freight costs.

AUDIT EXHIBIT JRC-3: RECEIVED COAL - COST PER TON

COMPARISON

This audit exhibit reflects the received cost per ton for coal for each month from

February through December 2008 for South Carolina Electric & Gas Company,

Duke Energy Carolinas, and Carolina Power & Light Company d/b/a Progress

Energy Carolinas, Inc. ORS has shown, for comparison purposes, the invoice

cost per ton, freight cost per ton, total cost per ton and the cost per MBTU.

AUDIT EXHIBIT JRC-4: BURNED COST —CONSUMED GENERATION

This audit exhibit reflects the per book cost of burned fuel used for generation

during the actual review period. The burned cost of each class of fuel is shown

separately. These costs are used in the computations for the base fuel factor. The

SOz emission allowance expenses and other variable environmental costs are

shown separately as described in t158-27-865 (A)(1)(Supp. 2008).

AUDIT EXHIBIT JRC-5: COST OF FUEL

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201



Direct Testimony of Jacqueline R. Cherry Docket No. 2009-2-E South Carolina Electric & Gas Company

March 5, 2009 Page 8 of 28

This audit exhibit reflects ORS's computation of the total fuel cost applicable to

the base fuel factor computation. There are three (3) components used in arriving

at this cost. These components are:

(I) Cost of Fuel Burned;

(2) Purchased and Interchange Power Fuel Cost; and

(3) Fuel Cost Recovered from Intersystem Sales.

10

12

13

14

15

16

17

18

19

20

21

22

Cost of Fuel Burned —- This amount is the burned cost of all fossil and nuclear fuel

burned during the review period used in the Base Fuel Component computation.

A detailed breakdown of coal, oil, gas and nuclear fuel can be seen in Audit

Exhibit JRC-4.

Purchase and Interchange Power Fuel Cost—- This amount is the monthly cost of

kWh received by SCE&G from other electric utilities or power marketers.

Fuel Cost Recovered from Intersystem Sales —- This amount is the fuel-related

cost of kWh sales during the period to another electric utility and/or power

marketer. Total fuel cost applicable to the Base Fuel Component Factor is

computed by adding the cost of fuel burned to purchased and interchange power

fuel costs. This amount is then reduced by fuel associated with intersystem sales.

AUDIT EXHIBIT JRC-6: COMPUTATION OF UNBILLED REVENUE

Shown in this audit exhibit are the actual base fuel cost computations for the

actual review period and the estimated fuel costs for January through April 2009.

The exhibit also shows various adjustments and the base fuel cost computation of

the cumulative over(under)-recovery balances for February through December

23 2008.

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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I AUDIT EXHIBIT JRC-7: TOTAL ENVIRONMENTAL COSTS

2 Shown in this audit exhibit are the total environmental costs for the actual review

3 period for sulfur dioxide (SOt) and nitrogen oxides (NOx) emission allowances,

4 lime, limestone and ammonia.

5 AUDIT EXHIBIT JRC-8: DETAILS OF ENVIRONMENTAL COSTS

6 Shown in this audit exhibit are the actual fuel cost computations for the actual

7 review period for sulfur dioxide (SOt) and nitrogen oxides (NOx) emission

8 allowances, lime, limestone, ammonia, and the estimated variable environmental

9 costs for January through April 2009.

10 Q. WOULD YOU PLEASE EXPLAIN THE AMOUNT BROUGHT

11 FORWARD FOR THE CUMULATIVE OVER(UNDER)-RECOVERY

12 BALANCE IN AUDIT EXHIBIT JRC-6?

Yes. As reflected in Audit Exhibit JRC-6, ORS brought forward a

14 cumulative (under)-recovery balance from January 2008 of ($28,848, 155). The

15 Company's testimony reflects the same (under)-recovery balance brought forward

16 from January 2008 as the ORS. (Allen Rooks' EXHIBIT NO. (AWR-I)).

17 Q. PLEASE ELABORATE ON ORS AUDIT STAFF'S COMPUTATION OF

18

20

21

22

23

THK TRUE-UP OF OVER(UNDER)-RECOVERED FUEL COSTS.

ORS Audit Exhibit JRC-6, entitled "Computation of Unbilled Revenue'*

provides details for ORS's calculation of the actual cumulative (under)-recovery

balance through December 2008, and the estimated balance through April 2009.

The cumulative (under)-recovery amount totaled ($130,199,721) through

December 2008. ORS then added the estimated over-recoveries of $862,650 for

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia& SC 29201
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I January 2009, $6,462,000 for February 2009, $4,274,530 for March 2009 and

2 $4,935,200 for April 20091 included the monthly calculation amount of

3 $1,785,357 for the Urquhart and Jasper Fixed Capacity Charges and a NCEMC

4 sales cost allocation adjustment; and included the Company's estimated on-going

5 adjustments for 'cycle billing' Unbilled Fuel Cost Over(Under)-Recoveries to

6 arrive at a cumulative (under)-recovery of ($111,468,230) through April 2009.

7 The Company's pre-filed testimony (Rooks' EXHIBIT NO. (AWR-I)) in this

8 docket lists the cumulative (under)-recovery total through December 2008 as

9 ($130,584,338) and through April 2009, the (under)-recovery totals

10 ($111,852,847). The difference between the Company's and ORS's cumulative

11 (under)-recovery as of actual December 2008 is ($384,617). The difference is

12 detailed on Audit Exhibit JRC-6 as Over-Recovery Adjustment (5) for $384,617.

13 Q. DID THE COMPANY MAKE ANY ADJUSTMENTS OR TRUE-UPS

14 DURING THE ACTUAL REVIEW PERIOD FOR THE BASE FUEL

15 COMPONENT?

16 A.

17

18

19

20

21

22

23

Yes. The Company made the following adjustments as shown on Audit

Exhibit JRC-6:

Adjustment (I)—As of May 2006, pursuant to the Settlement Agreement

approved in PSC Docket No. 2006-2-E, a monthly carrying cost was applied to an

under-recovery balance of $19,244,219 (as per the agreement, "no greater than the

under-recovery at April 30, 2006 over a two year period commencing May I,

2006"). The calculation used the monthly interest rate based on 10-year U.S.

Government Treasury Bills as of the first day of the month plus 65 basis points

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900
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10

12

13

14

15

16

17

18

19

20

21

22

23

(0.65 percentage points). This monthly carrying cost has been collected as an

(under)-recovery entry to the Deferred Fuel Account (Account ¹ 182.3004).

During the first part of the review period, per the second year of the agreement,

the monthly carrying cost was continuously calculated on the declining remaining

balance of the $19,244,219. The monthly carrying cost recovery was completed

in April 2008, meeting the requirements of the settlement agreement approved in

Docket No. 2006-2-E. ORS examined and recomputed the carrying charges for

these entries, with no exceptions noted.

Adjustment (2)—As in PSC Docket No. 2008-2-E, the Company has a regular

monthly reduction adjustment to the Deferred Fuel Account, shown as an over-

recovery amount of $1,785,357. This amount consists of the Urquhart Plant and

the Jasper Plant (Combined Cycle) Fixed Capacity Charges respective monthly

amounts of $673,417 and $910,166, which are treated (respectively, per PSC

Orders No. 2003-38 and No. 2005-2) on a retail basis as reduction Deferred Fuel

Entries; and a NCEMC Sales cost allocation correction over-recovery adjustment

of $201,774. ORS examined and recomputed the adjustment with no exceptions

noted.

Adjustment (3A) through (3D)—In various months of the review period, the

Company had under-recovery true-ups to the cumulative balances of the Deferred

Fuel Account (Account ¹182.3004). In April, July and August 2008, these true-

ups were due to increase revisions and updates to gas costs: Adj. (3A)-April

2008 for ($132,426); Adj. (3B)-July 2008 for ($120,464); and Adj. (3C)-August

2008 for ($534,384). Adj. (3D) for ($888,971) —In December 2008, (based on

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900
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1 several prior months) a true-up correction adjustment was made due to usage of

2 incorrect coal cost per ton information in calculations for coal expense

3 allocations. ORS examined and recomputed these adjustments with no exceptions

4 noted.

5 Adjustment (4)—For clarification purposes in the fuel review process, as of

6 December 2008 and going forward in the forecasted months, the Company

7 reflects an adjustment to account for the 'timing difference' associated with

8 unbilled revenue per electric sales not yet billed due to the regular 'cycle billing*

9 process versus the Fuel Adjustment Clause process which reflects all of its

10 unbilled fuel transactions (sales and costs) on a full monthly basis. SCE&G's

11 Unbilled Fuel Cost Over(Under)-Recovery (cycle billing) adjustment for

12 December 2008 was an over-recovery total adjustment of $24,997,275. Since

13 there are two components in the FAC process, for December 2008, the Base Fuel

14 Cost Component reflects an over-recovery adjustment of $24,305,022 and the

15 Environmental Cost Component reflects an over-recovery adjustment of $692,253

16 (see Audit Exhibit JRC-8 for details). ORS examined and recomputed this

17 adjustment with no exceptions noted.

18 Q. DID YOU NOTE ANY DIFFERENCES BETWEEN ORS'S AND THE

19

20

22

23

COMPANY'S CALCULATIONS OF THE (UNDER)-COLLECTION FOR

THK BASK FUEL COMPONENT AS OF DECEMBER 2008?

Yes. Based on ORS's examination of the actual months of the review

period, ORS computed an adjustment as reflected in Audit Exhibit JRC-6,

"Computation of Unbilled Revenue", as follows:

THE OFFICE OF REGULATORY STAFF
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Columbia, SC 29201
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I Adjustment (5)—ORS made a reduction adjustment of $409,516, on a system

2 basis, concerning the effect on the FAC of certain third-party coal sales to

3 industries. The effect of the adjustment, on a retail jurisdictional basis, is a

4 decrease of $384,617 to the (under)-recovery balance (shown as an over-recovery

5 adjustment),

6 It should be noted that ORS witness, A. Randy Watts, has addressed the details of

7 Adjustment (5) in his direct testimony.

8 Q. WOULD YOU PLEASE EXPLAIN THE BALANCE BROUGHT

9 FORWARD FOR THE CUMULATIVE OVER(UNDER)-RECOVERY

10 BALANCE IN AUDIT EXHIBIT JRC-8?

Yes. As reflected in Audit Exhibit JRC-8, ORS brought forward a

12 cumulative over-recovery balance from January 2008 of $9,866,854. The

13 Company's testimony (Rooks' EXHIBIT NO. (AWR-3)) reflects a cumulative

14 over-recovery balance brought forward from January 2008 of $9,772,226. The

15 differences in the balance of $94,628 reflects the Company's posting of ORS's

16 adjustments from the prior review period, Docket No. 2008-2-E, in February 2008

17 for $94,627 and reflects a $1 rounding difference.

18 Q. PLEASE ELABORATE ON ORS AUDIT STAFF'S COMPUTATION OF

19

20

21 A.

22

23

THE TRUE-UP OF OVER(UNDER)-RECOVERED ENVIRONMENTAL

COSTS.

Effective with the May 3, 2007 passage of the S.C. Base Load Review

Act, S.C. Code Ann. Ij58-27-865 was amended to include, as components of fuel

cost, "(a) the cost of ammonia, lime, limestone, urea, dibasic acid, and catalysts

THE OFFICE OF REGULATORY STAFF
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10

12

13

14

15

16

17

18

19

20

21

22

23

consumed in reducing or treating emissions, and (b) the cost of emission

allowances, as used, including allowances for SOz, NOx, mercury and

particulates. " Audit Exhibit JRC-8, entitled "Details of Environmental Costs",

provides the details needed to calculate the variable environmental costs included

in the fuel factor. In addition, effective May 3, 2007, SOz emission allowances

were included in the environmental cost factor of the FAC. Prior to that date,

these costs had been included in the base fuel factor under the FAC.

ORS Audit Exhibit JRC-8 provides data for ORS's cumulative

environmental cost over-recovery balance through December 2008, and the

estimated cumulative over-recovery balance through April 2009. The cumulative

environmental cost over-recovery amount totaled $14,512,678 through December

2008. ORS then added the monthly estimated over(under)-recoveries for January

through April 2009; and included the Company's estimated on-going adjustments

for 'cycle billing' Unbilled Fuel Cost Over(Under)-Recoveries to arrive at a

cumulative over-recovery of $14,369,671 through April 2009. The Company*s

pre-filed testimony (Rooks' EXHIBIT NO. (AWR-3)) in this docket lists the

cumulative environmental cost over-recovery total through December 2008 as

$431,033 and through April 2009 as $288,028. The difference between the

Company's and ORS's cumulative over-recovery as of actual December 2008

totals $14,081,645. The difference is shown in Audit Exhibit JRC-8 as Over-

Recovery Adjustment (3) for $14,081,647. This adjustment, concerning

elimination of gains on SO& emissions allowances, is discussed on page 16 of my

testimony.

THE OFFICE OF REGULATORY STAFF
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I Q. DID THE COMPANY MAKE ANY ADJUSTMENTS OR TRUE-UPS

2 DURING THE ACTUAL REVIEW PERIOD FOR THE

3 ENVIRONMENTAL COST COMPONENT?

4 A. Yes. The Company made the following adjustments as shown on Audit

5 Exhibit JRC-8:

6 Adjustment (1A)—In September 2008, the Company made an over-recovery

7 true-up adjustment of $210,907 to the cumulative environmental recovery

8 balances to reflect a correction adjustment to transfer some lime costs from

9 environmental expenses to capitalized costs. ORS examined and recomputed the

10 adjustment with no exceptions noted.

11 Adjustment (1B)—In November 2008, the Company made an over-recovery

12 adjustment of $378,000 to reflect the Stateline Billings' final collections used to

13 reduce the FAC's Environmental Cost Component. ORS examined and

14 recomputed this adjustment with no exceptions noted.

15 Adjustment (2)—For clarification purposes, as mentioned on page 12 of my

16 testimony in the explanation for Adjustment (4) in the Base Fuel Component

17 computations, the Company made an adjustment in December 2008 and going

18 forward in the forecasted months for the Unbilled Fuel Cost Over(Under)-

19 Recovery 'cycle billing* effect to the FAC. Accordingly, the Environmental Cost

20 Component reflects an over-recovery adjustment of $692,253 in December 2008.

21 ORS examined and recomputed this adjustment with no exceptions noted.

22 Q. DID YOU NOTE ANY DIFFERENCES BETWEEN ORS'S AND THE

23 COMPANY'S CALCULATIONS OF THE OVER-COLLECTION FOR

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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March 5, 2009 Page 16 of 28

3 A.

THE ENVIRONMENTAL COST COMPONENT AS OF DECEMBER

2008?

Yes. Based on ORS's examination of the actual months of the review

4 period, ORS computed an adjustment as reflected in Audit Exhibit JRC-8,

5 "Details of Environmental Costs", as follows:

6 Adjustment (3)—ORS made an adjustment to eliminate the balance in the

7 account (Account ¹254.01) which accumulates the gains realized on SO2

8 Emissions Allowances associated with lntersystem Sales. The cumulative

9 balance in this account as of December 31, 2008 was $14,081,647. Therefore, the

10 effect of the adjustment resulted in an over-recovery adjustment of $14,081,647.

11 A. Randy Watts, addressed the details of Adjustment (3) in his direct testimony.

12 Q. WHAT IS ORS's COMBINED TOTAL OF THE BASE FUEL COST AND

13 ENVIRONMENTAL COST COMPONENTS AS OF ACTUAL

14 DECEMBER 2008 AND AS OF ESTIMATED APRIL 2009?

15 A. As of December 2008, based on a Base Fuel Cost component of

16 ($130,199,721) and an Environmental Cost component of $14,512,678, the

17 combined result totals ($115,687,043). As of April 2009, based on a Base Fuel

18 Cost component of ($111,468,230) and an Environmental Cost component of

19 $14,369,671, the combined result totals ($97,098,559).

20 Q. WHAT IS THE RESULT OF THE ORS AUDIT DEPARTMENT'S

21 EXAMINATION?

22 A.

23

Based on ORS Audit Staff s examination of the Company's books and

records, and its operation of the fuel cost recovery mechanism, ORS Audit

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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I Department is of the opinion that, subject to Adjustment (5) for the Base Fuel

2 Component and Adjustment (3) for the Environmental Cost Component, the

3 Company's books and records accurately reflect the fuel costs incurred by the

4 Company in accordance with previous Commission orders and with S.C. Code

5 Ann. II58-27-865 (Supp. 2008).

6 Q. DOES THIS CONCLUDE YOUR TESTIMONY?

7 A. Yes, it does.

THE OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900

Columbia, SC 29201
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South Carolina Electric & Gas Company

Received Coal - Cost Per'Ton Comparison

February 2008 - December 2008

Docket No. 2009-2-E

Audit Exhibit JRC-3

Page 1 of 2

South Carolina Electric 8 Gas Com an

Month

Invoice Cost

Per Ton

Freight Cost

Per Ton

Total Cost

Per Ton

Cost

Per MBTU

Feb@8

MarJI8

Apr-08

May418

Jun418

Jul418

Aug418

Sep-08

Oct48

Nov48

Dec4I8

50.13

53.19

52.24

50.77

61.30

89.42

84.25

80.28

82.46

94.17

84.45

19.03

13.99

14.98

15.98

15.88

15.22

17.20

15.67

17.87

13.48

16.60

69.16

67.18

67.22

66.75

77.18

104.64

101.45

95.95

100.33

107.65

101.05

2.7500

2.6800

2.6700

2.6500

3.0700

4.1900

4.0400

3.8300

3.9800

4.3000

3.9900

Duke Ener Carolinas

Month

Invoice Cost

Per Ton

Freight Cost

Per Ton

Total Cost

Per Ton

Cost

Per MBTU

Feb418

Mar-08

Apr418

May@8

Jun4I8

Jul-08

Aug418

Sep48
Oct%8

NovJI8

Dec4I8

46.02

45.76

48.24

48.74

51.34

55.02

65.20

61.27

67.67

61.13

63.81

22.44

25.11

22.20

22.71

28.38

25.44

20.43

25.84

25.34

26.15

29.49

68.46

70.87

70.44

71.45

79.72

80.46

85.63

87.11

93.01

87.28

93.30

2.7907

2.9194

2.9138

2.9396

3.2715

3.3169

3.5359

3.6001

3.8009

3.6063

3.8423

-20-



South Carolina Electric & Gas Company

Received Coal - Cost Per Ton Comparison

February 2008 - December 2008

Docket No. 2009-2-E

Audit Exhibit JRC-3

Page 2 of 2

CarolinaPower8Li htCom an d/b/aPro ress Ener Carolinas Inc

Month

Invoice Cost

Per Ton

Freight Cost

Per Ton

Total Cost

Per Ton

Cost

Per MBTU

Feb418

Mar%8

Apr4I8

May48

Jun4I8

Jul4I8

Aug-08

Sep48
0ct418

Nov418

Dec%8

51.08

55.19

54.75

58.15

64.52

59.48

61.07

62.47

64.41

68.13

63.73

22.33

23.00

22.96

24.81

22.24

30.00

29.00

24.85

32.10

29.93

24.68

73.41

78.19

77.71

82.96

86.76

89.48

90.07

87.32

96.51

98.06

88.41

2.9790

3.1880

3.1620

3.3845

3.5329

3.4027

3.6687

3.5548

3.9510

3.9977

3.6223

- 21-
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Audit Exhibit JRC-5

South Carolina Electric & Gas Company
Cost of Fuel

February 2008 - December 2008
Docket No. 2009-2-E

Month

Purchased and
Total Cost of Interchan e Power Fuel
Fuel Burned Costs

Fuel Cost Recovered
from Inters stem Sales Total Fuel Costs

Feb-08
Mar-08
Apr-08
May-08
Jun-08
Jul-08
Aug-08
Sep-08
Oct-08
Nov-08
Dec-08

41,031,208
51,210,157
49,126,494
58,024,310
86,827,928
72,240,889
78,055,180
60,099,131
46,321,919
47,169,992
46,633,863

8,778,613
1,515,861
6,143,072

12,747,550
20,389,713
14,425,774
20,089,049
19,879,812
15,420,883
17,529,364
16,918,062

(4,342,383)
(2,478,901)
(1,134,116)
(1,268,271)
(8,496,446)
(9,681,832)
(7,234,525)
(4,206,534)
(1,720,078)
(3,048,072)
(2,901,119)

45,467,438
50,247, 117
54,135,450
69,503,589
98,721,195
76,984,831
90,909,704
75,772,409
60,022,724
61,651,284
60,650,806

Totals 636,741,071 153,837,753 (46,512,277) 744,066,547

~ 23 ~
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